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Report o f Professional Fees and Expenses for Current Period (8/01/02 - 11/30/02) and
Cumulative Case to Date (4/06/01 - 11/30/02)

8/01/02 - 11/30/02

SUMMARY

73,859.4 $22,593,873 $1,349,3 16 $23,943,189

0

4/06/01 - 11/30/02

Current & Cumulative Fees and Expenses

257,981.7 $83,570,659 $4,731,852 $ 88,302,511

Pacific Gas and Electric Company (“PG&E”) filed Chapter 11 on April 6, 2001. This i s the fifth hearing in
which professionals employed in the bankruptcy case are seeking interim approval o f their fees and expenses. This
fee hearing generally covers the period from August, 2002 through November, 2002. The fees and expenses which
are being sought for the current period and which have been incurred in the case since its inception are:

Case to Date Total Hours Fees Expenses Total

e Excluded Fees and Expenses

The $88.3 million “case to date” figure set forth above does not reflect all the professional fees and
expenses incurred during the billing period in conjunction with PG&E’s Chapter 11 bankruptcy and which ultimately
may be charged to the debtor:

- PG&E Corp., the utility’s parent and co-proponent o f the utility’s proposed plan, is
represented by reorganization professionals including Weil, Gotshal, Dewey Ballantine, and others who have
participated in plan formulation, preparation o f the disclosure statement, plan prosecution, regulatory
implementation, regulatory proceedings, appeals and key litigation. Section X.11 - Summary of Other Provisions ofthe
Plan - Fees andExpenses - o f Pacific Gas and Electric Company’s disclosure statement states that i ts parent estimates
that it will seek reimbursement in the amount o f approximately $110 million - $75 million of which i s estimated legal
fees, $23 million - financing costs, and $12 million - accounting fees.

- There are certain other f i rms whom the debtor and the creditor’s committee have hired to assist in the
reorganization which have not filed formal fee applications and whose fees and expenses are excluded above.
(Examples - Celerity Consulting, Berger and Associates and UBS Warburg, who is serving as financing and capita!
market arranger for the Committee/CPUC joint plan)

- During the current billing period, PG&E filed additional motions to incur expenses related to the
implementation o f i ts plan to dis-aggregate its operations into new entities. In its September 30,2002 l O Q filed
with the SEC on November 13, 2002, PG&E Corp. reported that the utility had commenced several initiatives to
separate i ts businesses, that it had spent approximately $20 million through September 30,2002, and anticipated
spending an additional $84 million through the effective date o f the plan.
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0 Excluded Fees and ExDenses. continued:

- During the current billing period, the creditor’s committee also filed several motions to incur expenses
related to its joint plan with the CPUC.

0 Electronic Transmission o f Detailed Time and Expense Entries

With a few exceptions, the f i rms employed in the PG&E case are submitting their detailed time and
expense entries to the Office o f the US. Trustee in electronic form. The electronic transmission o f fees has
expedited the review process, afforded the opportunity for in-depth analysis, and resulted in the ability to provide the
court and interested parties with a comprehensive overview o f the fees incurred in the case.

0 Key Events and Substantive Issues (August - November. 2002)

The f i rms’ fee narratives provide synopses o f key matters which each firm addressed between August -
November, 2002. Some of the key events and substantive issues were:

Ballots on Both Plans Tallied. On June 17, 2002, a solicitation package, including ballots, was sent to all
creditors and equity interest holders entitled to vote on the competing plans - PG&E’s and the CPUC’s
(before i t became a joint plan with the creditor’s committee). The solicitation period ended on August 12,
2002. On September 9,2002, the voting agent Innisfree filed a report with the court indicating that nine of
ten voting classes under the PG&E plan approved the utility’s plan and that one o f eight voting classes
under the CPUC plan approved the CPUC plan.

Creditor Committee/CPUC Joint Plan. On August 22,2002, the CPUC announced it had reached an
agreement with the creditor’s committee whereby the CPUC plan would be modified and the committee
would become a plan co-proponent. On August 2 6 ~ ,the parties filed a term sheet setting forth the agreed-
upon modifications. On September 3d, the CPUC and the committee jointly filed a first amended~lanand
a joint motion for authority to (a) re-solicit votes and preference for the amended joint plan, (b) approval o f
supplemental disclosure and a proposed form o f ballot, and (c) inclusion o f a revised committee report and
recommendation. At a hearing on September 20th, the court denied the motion, in part, but indicated it
would consider the re-solicitation o f creditor preference between the competing plans upon a future motion
and notice. On November 7*, the CPUC and committee jointly filed a second amended plan and a motion
to re-solicit creditor preferences. A hearing on the second motion took place on November 27, 2002.
Judge Montali took the matter under submission and on February 6,2003 denied the preference re-
solicitation motion.

Discovery and Confirmation Trial. Both the PG&E and the CPUC reorganization plans were set for trial.
A discovery protocol was ordered by the court and extensive discovery began with respect to both plans.
Over 100 depositions o f 7O+ people were scheduled. Of the 100 depositions, 76 took place by 11/30/02.u
The first phase o f the trial - confirmation o f the CPUC’s plan - commenced on November 18,2002.

Y The information regarding scheduled depositions was provided to the Office o f the U.S. Trustee by Mr.
Schenker o f the Cooley firm.
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0 Key Events and Substantive Issues, continued

Preemption Appeal(s). On August 30, 2002, the US. District Court ruled in favor o f PG&E in its appeal
o f the bankruptcy court’s March 18,2002 order disapproving PG&E’s disclosure statement based upon
Judge Montali’s February 7,2002 “express preemption” decision. On September lgth, the U.S. District
Court’s order was entered and the CPUC, the California Attorney General, the City & County o f San
Francisco and several other parties filed a notice o f appeal to the Ninth Circuit. The appellees also filed a
motion requesting that the U.S. District Court stay the effect o f i ts August 30” decision pending their
appeal. The US. District court denied the stay motion. The appellees, excluding the CPUC, then filed a
motion in the Ninth Circuit to stay proceedings in the District Court; it was also denied. All briefs have
been filed at the Ninth Circuit. A date for oral argument has not been set.

Filed Rate Case. (Prior to filing Chapter 11, PG&E sued the CPUC to allow the utility to recover i ts
escalating wholesale costs under the federal filed rate doctrine. On July 25,2002, a United States District
Court judge denied various motions for summary judgment and motions to dismiss PG&E’s filed rate case.
The trial has been set for June 9,2003.) On August 23,2002, the CPUC, et al. appealed the 7/25/02
District Court order to the Ninth Circuit based on the Eleventh Amendment and the Johnson Act, 28 U.S.C.
Q1342. On September 4,2002 the defendants filed a motion in District Court to stay proceedings pending
their appeal. PG&E filed a motion arguing against the stay which was granted. On October 23,2002, the
CPUC, et al. filed a motion in the Ninth Circuit to stay proceedings in the District Court pending their
appeal. On 11/21/02, the Ninth Circuit granted the CPUC’s motion. All briefs have been filed at the Ninth
Circuit. Oral argument is set for March 10,2003.

FERC Refund Proceedings. During this billing period, a second phase o f trials took place in the FERC
rehnd proceedings, in which the state o f California and its utilities are seeking approximately $9 billion in
rehnds from electricity sellers for allegedly overcharging during California’s electricity crisis. The trials
took place in August and September, 2002. (In December, the FERC trial judge preliminarily found that
refunds of only $1.8 billion were due.) In August, a US Court o f Appeals for the Ninth Circuit issued an
order remanding certain issues in the refund trials to FERC - specifically, ordering FERC to allow
additional evidence related to possible market manipulation. On November 20,2002, FERC initiated a
100-day period o f discovery. Heller, Ehrman represents theutility in these hearings.

Claims Resolution. During this period, the claims resolution process continued. In its September 30,
2002 lOQ filed with the SEC on November 13,2002, PG&E Corp. reported that the utility has estimated
i ts liabilities subject to compromise at $9.1 billion and its long-term debt at $3 billion. Approximately
$49.1 billion in claims were filed in the bankruptcy case. The quarterly report summarized the status o f
claims as follows: “Of the $49.1 billion o f claims filed, approximately $25.0 billion o f claims have been
determined to be duplicative or withdrawn. Of the remaining $24.1 billion, approximately $6.7 billion are
claims which under the Plan will pass through the bankruptcy proceeding (primarily litigation, which under
the Plan will be determined under applicable non-bankruptcy law in the appropriate court after the date on
which the Plan becomes effective ... and other financial claims), approximately $4.0 billion are proposed
objections (primarily generator claims), and approximately $1.O billion are pending objections (primarily
contingent insurance claims for which theUtility has no current liability and other generator claims).”
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0 “Focus Areas”

The Office o f the U.S. Trustee has defined certain focus areas which generally correspond to the
substantive billing matters and key issues set forth above. Using the professionals’ billing categories when available
and extracting information by sorting techniques when not readily available, the Office o f the U.S. Trustee has
combined the firms’ fees associated with each focus area to approximate the overall cost o f each matter.3 Based on
the method employed by the Office o f the U.S. Trustee, the fees incurred for the subject billing period and case to
date in various key matters in the case are as follows:

Confirmation Related
Discovery

CPUC’s Plan (prior to the
joint plan)

I Joint CPUC/Committee

I

Discovery protocol was
established by court order. The
Milbank firm served as the
scheduling coordinator.

This focus area includes the
plan and disclosure statement,
objections, meet and confers,
preparation for trial (other than
discovery), regulatory
applications for plan
implementation, and the
preemption appeals.

The CPUC filed its alternative
plan and disclosure statement
on 4/15/02.

18,26 1.7 hours

$4,764.484

16,819.5 hours

$5,914,562

55.7 hours
$ 14,438

23,036.5 hours

$6,08 1,748

’ 71,677.5 hours

$28,955,034

2,3 75.4 hours
$ 1,010,195

This focus area includes the 6,210.9 hours 6,210.9 hours
amendments to the CPUC plan,
motions to re-open voting, and $3,145,173 $3,145,173
the trial which commenced on
11/18/02.

Y Rothschild and Saybrook, financial advisors to PG&E and the creditor’s committee respectively, are
employed under a monthly fee arrangement and do not provide specific time information. For the purposes o f this
analysis, the f i rms ’ fees were allocated to PG&E’s plan through July, 2002. During the current period, Saybrook’s
fees were allocated to the joint plan.
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Underlying dispute
between the utility &
California authorities

Claims Analysis, Review
& Resolution

Other Regulatory Matters

This focus area includes
the filed rate case, block
forward contract
litigation, the ABX6
breach o f contract
litigation, Turn
Accounting Adversary &
appeal, CPUC Order
Instituting Investigation,
and related regulatory
monitoring. .

This focus area includes
resolution o f the $49.1
billion in claims filed in
the case.

8,68 1.1 hours

$2,679,948

8,73 5.3 hours

$ 1,647,420

This focus area includes
FERC Docket EL-0095
(seeking refunds for
alleged overcharging),
other FERC proceedings,
ongoing CPUC regulatory
work.

6,9 19.6 hours

$ 1,901,347

44,718.3 hours

$13,832,718

19,730.4 hours

$4,682,585

34,553.8 hours

$ 9,506,462

Please see Exhibit B for a breakdown of 100% of fees into US. Trustee defined focus areas.

e Other Comments

The second phase o f the confirmation trial - PG&E’s plan - commenced in December, 2002. To date, there have
been twenty -three days o f trial, ten days are scheduled for February, and the court has also set aside twelve days into
March.

0

A

B

Attached Exhibits

Summary o f Fees - All Firms

Summary of Fees - by Focus Areas

Supportive Schedules to Exhibit B
C Focus - Plans, Discovery & Trials
D Focus - PG&E’s Plan
E Focus - Impasse between theUtility & the State
F Focus - Qualifying Facilities, Producers, Suppliers
G Focus - Other Areas Including Claims, General Bankruptcy Matters, Other Regulatory
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Exhibits, continued

H

I

J

K

L

M

N

Percentage Changes in Fees from Current Billing Period vs. Previous Billing Period (Primary Professionals)

Most Active Attorneys - All Firms

Howard, Rice, Nemerovski, Canadv. Falk & Rabkin
J-1 Howard Rice by Focus Area
5-2 Howard Rice Top Billing Categories
5-3 Howard Rice by Attorney

Heller Ehrman White & McAuliffe LLP
K-1 Heller by Focus Area
K-2 Heller Top Billing Categories
K-3 Heller by Attorney

Coolev Godward LLP
L-1 Cooley by Focus Area
L-2 Cooley by Attorney

Milbank, Tweed. Hadlev & McClov LLP
M-1 Milbank by Focus Area
M-2 Milbank by Attorney
M-3 Milbank Most Active Attorneys

FTI Consulting. Inc. (formerly Pricewaterhouse)
N-1 FTI by Focus Area
N-2 FTI by Accountant
N-3 FTI - Summary o f Services Performed by Accountant
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